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I. INTRODUCTION

In 1981, Mississippi adopted the Mississippi Securities Act (the "Act").1 Judicial interpretation of the Act in Mississippi is almost nonexistent, and while case
law from other jurisdictions that have adopted the Uniform Securities Act provides some guidance, it is not controlling in Mississippi. The interpretive opinions
issued by the Mississippi Secretary of State are the most abundant and useful
source of precedent for interpreting the Act. Since, however, interpretive opinions

* L. Keith Parsons is a partner in the law firm of Watkins Ludlam & Stennis, Jackson, Mississippi.

The author gratefully acknowledges the assistance of Tammy Harthcock and Michael Henry, both of whom are
senior staff attorneys with the Securities Division of the Office of the Mississippi Secretary of State, in reviewing
and suggesting valuable revisions to this article. Michael Henry contributed substantially to the section dealing
with recent enforcement proceedings, and Tammy Harthcock was instrumental in providing access to interpretive opinions and explaining the policies of the Office of the Secretary of State regarding interpretive opinions.
The positions taken in this article reflect the views of the author, and, except with respect to positions taken in
formal interpretive opinions, do not reflect the official views of the Office of the Mississippi Secretary of State.
1. Act of April 23, 1981, ch. 521, 1981 Miss. Laws 1521 (codified at Miss. CODE ANN. §§ 75-71-101 to 735 (Supp. 1990)).
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are not published, 2 this resource has not been conveniently available to persons
seeking to interpret the Act.'
This article will address every available interpretive opinion that has been issued by the Mississippi Secretary of State. In addition, this article will discuss recent enforcement proceedings under the Act.
II.

REQUESTING INTERPRETIVE ADVICE

Mississippi Code Annotated § 75-71-111 (e)4 authorizes the Secretary of State
to honor requests for interpretive opinions, or to issue determinations that the Secretary of State will not institute enforcement proceedings against specific persons
for engaging in specific activities.' A request for an opinion must contain sufficient relevant facts, must not be based on a hypothetical situation, and must be accompanied by the filing fee. 6
Generally, interpretive opinions are limited to the particular facts and circumstances set forth in the request for the interpretive opinion, and may only be relied
upon by the person for whom the opinion is requested. The extent to which an interpretive opinion may be relied on as precedent by others varies. If the opinion is
defining a term or explaining generally the meaning of a particular statutory provision, the opinion should be of general application. On the other hand, where an
opinion merely states the applicability of a particular provision to certain facts, the
opinion would be useful to the interpreter only where the material facts at issue are
identical to the material facts in the opinion. Where the material facts at issue are
not identical to those contained in a prior opinion, and the application of a particular statute or regulation is unclear, it usually will be prudent to seek an interpretive
opinion.
III.

DEFINITIONS

Mississippi Code Annotated § 75-71-105' defines the primary functional terms
of the Act. Additional definitions are contained in Rule 103 of the Mississippi Blue
Sky Regulations.8

2. Interpretive opinions from several other states are currently available on LEXIS, and it is anticipated that
LEXIS will add Mississippi interpretive opinions in the near future, although it is uncertain when this addition
will be accomplished.
3. Interpretive opinions are publicly available and copies may be obtained from the Secretary of State upon
payment of copying charges.
4. Miss. CoDE ANN. § 75-71-11 (e)(Supp. 1990).
5. As a practical matter, the Secretary of State generally has not distinguished between interpretive opinions
and "no-action" letters. In this Article the term "interpretive opinion" will be used to refer to all responses.
6. Rule 125, Mississippi Blue Sky Regulations.
7. Miss. CODE ANN. § 75-71-105 (Supp. 1990).
8. Blue Sky Rpt. (CCH) paragraph 34,403.
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A. Security
The definition of a "security" contained in Section 105(1)' of the Act is one of
the most important definitions, since it delimits the Act's coverage. It is based on
the definition contained in the Uniform Act,"0 which, in turn, was modeled after
the definitions contained in the federal securities laws. As a result, the Mississippi

9. Miss. CODE ANN. § 75-71-105(1) (Supp. 1990) provides:
"Security" means any note; stock; treasury stock; bond; debenture; evidence of indebtedness; certificate
of interest or participation in any profit-sharing agreement; collateral-trust certificate; preorganization
certificate or subscription; transferable share; investment contract; voting-trust certificate; certificate of
deposit fbr a security; certificate of interest or participation in an oil, gas or mining title or lease or in
payments out of production under such a title or lease; interest in a limited partnership; or, in general, any
interest or instrument commonly known as a "security," or any certificate of interest or participation in,
temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or purchase, any of the foregoing. "Security" does not include any insurance or endowment policy or annuity
contract under which an insurance company promises to pay a fixed or variable sum of money, or both,
either in a lump sum or periodically for life or some other specified period.
Id.
10. Section 101(16) of the Uniform Securities Act (1985) provides:
"Security" means: a note; stock; treasury stock; bond; debenture; evidence of indebtedness; certificate of
interest or participation in a profit-sharing agreement; a limited partnership interest; collateral-trust certificate; preorganization certificate or subscription; transferable share; investment contract; voting-trust
certificate; certificate ofdeposit for a security; fractional undivided interest in an oil, gas, or other mineral lease or in payments out of production under a lease, right, or royalty; a put, call, straddle, or option
entered into on a national securities exchange relating to foreign currency; a put, call, straddle, or option
on a security, certificate of deposit, or group or index of securities, including an interest in or based on the
value of any of the foregoing; or, in general, an interest or instrument commonly known as a "security," or
a certificate of interest or participation in, temporary or interim certificate for, receipt for, whole or partial guarantee of, or warrant or right to subscribe to or purchase, any of the foregoing. The term does not
include:
(i) an insurance or endowment policy or annuity contract under which an insurance company promises
to pay a fixed sum of money either in a lump sum or periodically for life or some other specified period;
or
(ii) an interest in a contributory or noncontributory pension or welfare plan subject to the Employee
Retirement Income Security Act of 1974.
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definition is very similar to the definitions of the term "security" contained in the
federal Securities Act of 193311 and the Securities Exchange Act of 1934.12
There is a well-developed body of case law, including many key United States
Supreme Court decisions, that develop the definition of "security" under federal
law.13 Because of the similarity of the federal and state definitions and the desire
on the part of the drafters of the Uniform Act to maintain uniformity with federal
law on this point, many state courts have looked to federal law for guidance in interpreting the definition of "security" contained in the Uniform Securities Act. 4
This is especially appropriate in Mississippi since there is little significant case
law dealing with the definition of "security." i"
Producers Feed Company, August 24, 1990, was the first interpretive opinion
to address the definition of security under the Act. 16 This interpretation involved
the common stock and patronage equities of a farmers' cooperative organized as a
Mississippi business corporation.17 The company had received a no-action letter
from the Securities and Exchange Commission based on the company's representation that its common stock and patronage equities were not securities under federal law.18 The Mississippi Secretary of State found the same to be true under the
Act's definition of security.19 While important to farmers' cooperatives, which for

11. Section 2(1) of the Securities Act defines a "security" as including:
(1) . . . any note, stock, treasury stock, bond, debenture, evidence of indebtedness, certificate of interest or participation in any profit-sharing agreement, collateral-trust certificate, preorganization certificate or subscription, transferable share, investment contract, voting-trust certificate, certificate of
deposit for a security, fractional undivided interest in oil, gas, or other mineral rights, any put, call,
straddle, option, or privilege on any security, certificate of deposit, or group or index of securities (including any interest therein or based on the value thereof), or any put, call, straddle, option, or privilege
entered into on a national securities exchange relating to foreign currency, or, in general, any interest or
instrument commonly known as a "security," or any certificate of interest or participation in, temporary
or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or purchase, any of
the foregoing.
15 U.S.C. § 77(b) (1982).
12. Section 3(a)(10) of the Securities Exchange Act of 1934, 15 U.S.C. § 78c(a)(10) (1982) provides:
(a) When used in this chapter, unless.the context otherwise requires:
(10) The term "security" means any nbte, stock, treasury stock, bond, debenture, certificate of interest or
participation in any profit-sharing agreement or in any oil, gas or other mineral royalty or lease, any collateral-trust certificate, preorganization certificate or subscription, transferable share, investment contract, voting-trust certificate, certificate of deposit, for a security, any put, call, straddle, option, or
privilege on any security, certificate of deposit, or group or index of securities (including any interest
therein or based on the value thereof), or any put, call, straddle, option, or privilege entered into on a
national securities exchange relating to foreign currency, or in general, any instrument commonly known
as a "security"; or any certificate of interest or participation in, temporary or interim certificate for, receipt for, or warrant or right to subscribe to or purchase, any of the foregoing; but shall not include currency or any note, draft, bill of exchange, or banker's acceptance which has a maturity at the time of
issuance of not exceeding nine months, exclusive of days of grace, or any renewal thereof the maturity of
which is likewise limited.
Id.
13. E.g., Reves v. Ernst & Young, 494 U.S. 56 (1990); SEC v. W.J. Howey Co., 328 U.S. 293 (1946).
14. See HuGii L. SOWARDS & NEIL L. Hixscit, BLUE SKY REGULATION § 2.01 (1981).

15.
16.
17.
18.
19.

See State v. Russell, 358 So. 2d 409 (Miss. 1978).
Producers Feed Company, August 24, 1990.

Id.
Id.
Id.
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the most part have not attempted to comply with the requirements of the Act in
issuing stock and other instruments, 2" this interpretation has broader significance
because it indicates that the Mississippi Secretary of State will follow federal law
analysis in interpreting the definition of security under the Act.
The Secretary of State has also found that a subordinated loan agreement did
not constitute a security as defined in the Act,21 and that the Act applied to interests
in an investment trust.22
B. Sale
The definition of "sale," as well as the related definition of "offer," is critical
since these terms are used in defining the coverage of the Act,23 the applicability of
the registration requirements for securities ,24 and the applicability of the brokerdealer and agent registration provisions. 25 The Act broadly defines "sale" or "sell"
to include "every contract of sale of, [or] contract to sell, or disposition of, a security or interest in a security for value.'"26 Though somewhat circular, this definition
does provide some guidance. For example, the phrase "for value" excludes any
transaction, such as an absolute gift, in which no consideration is given by the person acquiring the security. The Act specifically includes in the definition of sale:
(1) giving a security as a bonus in connection with the sale of something else; (2)
the purported gift of assessable stock; 27 and (3) the offer or sale of a warrant or
28
right to purchase another security.
The Act explicitly excludes: (1) "any bona fide pledge or loan;" (2) stock dividends where no value is paid by the stockholder, regardless of whether the company paying the dividend is the issuer of the security distributed; (3) any act
pursuant to a class vote of stockholders in connection with a major corporate transaction; and (4) any act pursuant to a judicially approved reorganization in which
securities are issued in exchange for outstanding claims, securities, or other property interests .29 These specific exclusions have been interpreted more than any
other section of the Act,30 perhaps due to the relatively large amount of money usually involved in these types of transactions or to the fact that corporate counsel is
typically involved and required to issue opinions in such transactions.

20. In Timber Producers Corporation, July 6, 1988, the Secretary of State confirmed the availability of the
cooperative securities exemption found in Mississippi Code Annotated § 75-71-201(12) (Supp. 1990). The
availability of the exemption is limited by the requirement that the cooperative operate wholly within the state.
21. Academy Financial Services of Mississippi, Inc., December 17, 1990.
22. Lawrence/Mitchell Capital Management Group, LTD, February 25, 1991. The purpose of the investment trust was to acquire tax certificates at tax sales.
23. Miss. CODE ANN. § 75-71-119 (Supp. 1990).
24. Miss. CODE ANN. § 75-71-403 (Supp. 1990).
25. Miss. CODE ANN. § 75-71-105(a)(b) (Supp. 1990).
26. Miss. CODE ANN. § 75-71-105(j) (Supp. 1990).
27. Since it is assessable, the holder can be required to pay future consideration. Therefore, it is not really a
gift.
28. Miss. CODE ANN. § 75-71-105(j) (Supp. 1990).
29. Miss. CODE ANN. § 75-71-105(j)(6) (Supp. 1990).
30. From 1985 through 1991 there were over 50 interpretations of this section of the Act.
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Interpretive opinions have confirmed the application of the dividend exception
from the definition of sale to a spin-off of subsidiary stock to parent company
stockholders,31 the distribution of dividend and royalty payments in connection
with the liquidation of a trust,32 the distribution of limited partnership interests to
the stockholders of a corporation as a dividend,33 and dividend reinvestment plan
transactions.
The exception for major corporate transactions effected pursuant to a stockholder vote read literally would apply only to transactions involving business corporations. The Secretary of State has taken a more pragmatic approach, however,
36
3
applying the exception to limited partnerships,' Massachusetts business trusts,

31. Consolidated Oil & Gas, Inc., September 24, 1987; Noble Affiliates, Inc., February 3, 1986.
32. Freeport-McMoRan Energy Partners, Ltd., June 8, 1987.
33. Aristek Communities, Inc., September 4, 1986.
34. The Telephone Exchange Fund, March 19, 1985.
35. Equus Investments I, L.P., February 5, 1991 (sale of limited partnership assets for common stock of purchaser); North Lenders, Ltd., November 27, 1990 (issuance of securities in merger of limited partnerships solely
for the purpose of changing domicile); BankAtlantic Financial Corporation, October 25, 1990 (sale of substantially all of the assets of a publicly registered limited partnership pursuant to a class vote of limited partners in
exchange for publicly traded subordinated debentures of the acquiring company); Ethitek Corporation, May 23,
1990 (issuance of common stock in a merger of a limited partnership into a corporation); CRI Liquidating REIT,
Inc., August 4, 1989 (merger of limited partnerships into a Delaware corporation); United Growth Properties,
L.P., January 4, 1989 (merger of 12 limited partnerships into a master limited partnership); American Insured
Mortgage Investors L.P., October 27, 1988 (transfer of assets of limited partnership to Massachusetts business
trust); Integrated Resources American Insured Mortgage Investors Series 85, October 27, 1988 (transfer of assets of limited partnership to Massachusetts business trust); American Income Properties Operating L.P., October 12, 1988 (sale of limited partnership assets in exchange for common stock of acquirer); The Shultz
Corporation, February 10, 1988 (consolidation of limited partnerships into Delaware corporation); Tenera,
L.P., November 26, 1986 (issuance of limited partnership interests in connection with asset sale and liquidation
of corporation); Wendy Nacht, February 21, 1986 (sale of limited partnership assets in exchange for stock of acquirer); Trilogy Limited, February 4, 1986 (sale of limited partnership assets in exchange for stock of Bermuda
corporation).
36. PaineWebber America Fund, February 21, 1991 (transfer of assets of a Massachusetts business trust in
exchange for interests in a second Massachusetts business trust); Liberty Investment Services, September 27,
1989 (transfer of assets of two Massachusetts business trusts to a third Massachusetts business trust pursuant to a
class vote); American Insured Mortgage Investors L.P., October 27, 1988 (transfer of assets of limited partnership to Massachusetts business trust); Integrated Resources American Insured Mortgage Investors Series 85, October 27, 1988 (transfer of assets of limited partnership to Massachusetts business trust); EGT Money Market
Trust, August 29, 1988 (sale of the assets of a Massachusetts business trust to an investment company); PaineWebber Fixed Income Portfolios, Inc., March 4, 1987 (investment company conversion from a Maryland business corporation to a Massachusetts business trust); PaineWebber Tax-Exempt Income Fund, Inc., March 4,
1987 (investment company conversion from a Maryland business corporation to a Massachusetts business trust);
PaineWebber America Fund, Inc., November 26, 1986 (investment company conversion from a Maryland business corporation to a Massachusetts business trust).
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banks, 7 savings associations, 38 cooperatives, 3' and foreign corporations,4 ° as well
as a wide variety of transactions involving business corporations.4 1 The Secretary
of State has also determined that the phrase "in consideration of the issuance of the
securities of another corporation" applies only to the sale of corporate assets and
not to the other transactions listed, such as mergers.42 As a result, a recapitalization in which stockholders receive other securities of the same issuer would fall
within the exception.
The judicially approved reorganization exception has been applied to the issuance of securities in a court approved settlement of litigation,' judicial reorganizations of a company," and the formation of a bank holding company after a
fairness hearing and the approval of the Arkansas Banking Commissioner." s

37. Barrow Bancshares, Inc., September 6, 1989 (reverse triangular merger in connection with the formation
of a bank holding company); Greene County Bancshares, Inc., August 4, 1989 (formation of a bank holding
company through merger); Union Planters Corporation, December 28, 1988 (reverse triangular merger in connection with the acquisition of a bank holding company); Union Planters Corporation, June 10, 1988 (reverse
triangular merger in connection with bank acquisition); Dauphin Deposit Corporation, December 2, 1987 (merger in connection with a bank acquisition); Marion Bancshares Incorporated, September 25, 1987 (formation of
bank holding company); Union Planters Corporation, June 1, 1987 (reverse triangular merger in connection with
bank acquisition); Depositors Savings Bank, January 17, 1986 (merger of national banking association and savings bank); JBC Bancshares, Inc., August 8, 1985 (formation of a bank holding company); First Alpine National
Bank, March 5, 1985 (fbrmation of a bank holding company); First State Bank of Lineville, February 21, 1985
(formation of one bank holding company).
38. First Federal Savings Bank of Lafayette, September 10, 1990 (conversion of a federally chartered mutual
savings and loan association to a federally chartered stock savings bank); MSF Financial Corporation, September 14, 1988 (formation of a savings and loan holding company); Great American First Savings Bank, May 13,
1987 (conversion from mutual to stock form of organization); Great Western Financial Corporation, February
16, 1987 (acquisition combined with a conversion from mutual to stock form); North Carolina Federal Savings
and Loan Association, February 13, 1987 (establishment of savings and loan holding company); Depositors Savings Bank, January 17, 1986 (merger of national banking association and savings bank).
39. Yazoo Valley-Minter City Oil Mill, Inc., May 25, 1989 (merger of two corporations operated as cooperatives).
40. Corona Corporation, June 20, 1988 (merger involving Canadian corporations); Trilogy Limited, February 4, 1986 (sale of limited partnership assets in exchange for stock of Bermuda corporation).
41. Mallon Resources Corporation, November 1, 1988 (issuance of stock in connection with asset acquisition); Steve's Homemade Ice Cream, Inc., June 17, 1988 (triangular merger); Oxford Consolidated, Inc., November 17, 1987 (merger); Clabir Corporation, December 30, 1986 (merger); Holly Huggins, December 18,
1986 (change of domicile from Mississippi to Delaware); Iowa Electric Light and Power Company, February 4,
1986 (formation of a public utility holding company); Mineral Development, Inc., March 11, 1986 (merger);
McCrory Corporation, April 9, 1985 (issuance of notes in connection with merger).
42. American Home Shield Corporation, July 17, 1989.
43. American National Petroleum Company, December 20, 1990 (involved the issuance of limited partnership interests in a new limited partnership in a court-approved settlement of litigation involving limited partners
in earlier ventures); Tandon Corporation, December 16, 1988; National Healthcare, Inc., January 27, 1988; Basic Earth Sciences Systems, Inc., October 29, 1985.
44. Heizer Corporation's Stockholders' Liquidating Trust, February 12, 1988 (distribution of stock by a liquidating trust under supervision of the Delaware Court of Chancery); New Maryland, Inc., April 11, 1985 (securities issued in a court-ordered reorganization).
45. First Bank Group, Inc., September 11, 1990. The judicially approved reorganization exception does not
appear applicable, since a court would not be involved in approving the transaction. However, the exception for
transactions incident to a stockholder vote would apply.
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C. Agent and Broker-Dealer
The Act's definitions of "agent"4" and "broker-dealer" 47 clearly cover those individuals and firms commonly thought of as being in the securities industry.' Less
certain is the coverage of officers, directors, and employees who assist in effecting
transactions on behalf of the issuer. The Act explicitly states that an officer or director of an issuer is an agent "only if he otherwise comes within this definition.
This section does not address employees who are not officers or directors, and at
least two interpretations are possible with respect to officers and directors. It
could mean that an officer or director is not an agent merely by virtue of occupying
a position with the issuer; the officer or director must also effect sales on behalf of
the issuer. On the other hand, it may mean that an officer or director of an issuer is
not an agent by virtue of effecting transactions on behalf of an issuer, although he
may be an agent for other reasons unrelated to his relationship with the issuer.
From the interpretive opinions issued by the Secretary of State in this area, the
following conclusions may be drawn. Officers selling stock on behalf of an issuer
are not required to register, if they receive no commissions."0 Employees engaging

46. MIss. CODE ANN. § 75-71-105(a) (Supp. 1990) defines "agent" as:
(a) "Agent" means any individual other than a broker-dealer who represents a broker-dealer or issuer in
effecting or attempting to effect purchases or sales of securities. "Agent" does not include an individual
who represents an issuer in (1) effecting transactions in a security exempted by clause (1), (2), (3), (10) or
(11) of Section 75-71-201; (2) effecting transactions exempted by Section 75-71-203; or (3) effecting
transactions with existing employees, partners or directors of the issuer if no commission or other remuneration is paid or given directly or indirectly for soliciting any person in this state. A partner, officer or
director of a broker-dealer or issuer, or a person occupying a similar status or performing similar functions, is an agent only if he otherwise comes within this definition.
Id.
47. MISS. CODE ANN. § 75-71-105(b) (Supp. 1990) defines "broker-dealer" to mean:
(b) "Broker-dealer" means any person engaged in the business of effecting transactions in securities for
the account of others or for his own account.
"Broker-dealer" does not include (1) an agent, (2) an issuer, (3) a bank, savings institution, or trust company, or (4) a person who has no place of business in this state if (A) he effects transactions in this state
exclusively with or through (i) the issuers of the securities involved in the transactions, (ii) other brokerdealers, or (iii) banks, savings institutions, trust companies, insurance companies, investment companies
as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whether acting for themselves or as trustee, or (B) during any period
of twelve (12) consecutive months he does not direct more than fifteen (15) offers to sell or buy into the
State of Mississippi in any manner to persons other than those specified in clause (A) of this subsection,
whether or not the offeror or any of the offerees is then present in this state.
Id.
48. The definition applies to persons selling instruments that may not typically be considered securities by the
general public, although they are securities under the Act. See, e.g., Physicians Drilling Group, September 28,
1988 (sale of fractional undivided oil and gas interests required registration as broker-dealer).
49. Miss. CODE ANN. § 75-71-105(a) (Supp. 1990).
50. KWA Financial Corp., July 11, 1989 (officer of the issuer selling issuer securities but receiving no commission not required to register); KWA Financial Corp., May 3, 1989 (officer of the issuer selling issuer securities but receiving no commission not required to register); Staple Cotton Discount Corporation, November 9,
1987 (applied Miss. CODE ANN. § 75-71-201(4) to an agricultural credit corporation and granted an exemption
from agent and broker-dealer registration); VHA Insurance Company Ltd., May 7, 1987 (officers of issuer selling insurance company stock not subject to agent registration provided no commissions are paid); First Federal
Savings and Loan Association of Mariana, February 19, 1987 (employees of issuer effecting sales of issuer stock
in savings and loan mutual to stock conversion required to register as agents, except for officers who receive no
commissions).
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only in clerical or ministerial acts in connection with the sale of securities are not
agents, regardless of whether the issuer is their employer.5, However, employees
of an issuer, other officers and directors, are considered agents, if they engage in
substantive acts in connection with the sale of securities. 52 Regardless of their position or role, persons involved in an exempt transaction, 3 a transaction involving
certain types of exempt securities ,5 or a transaction not involving a "sale" as defined in the Act are not considered agents. 15
IV. EXEMPTIONS

FROM REGISTRATION

The Act provides exemptions for thirteen types of securities, 6 and twelve
transactional exemptions .5 In addition, the Secretary of State is authorized to create additional exemptions by rule or order.8
Both types of exemptions provide relief from the requirement to register securities prior to offer or sale. Transactional exemptions and certain exemptions based
on the type of security also allow persons involved in sales efforts to avoid agent
registration. 9 On the other hand, the anti-fraud provisions apply to all transactions in securities, even those that are exempt.60

51. Citicorp, October 26, 1988 (employees engaged in clerical acts in connection with stock purchase and
dividend reinvestment plan not agents); The Commonwealth Group, Inc., June 7, 1988 (agent registration not
required for ministerial functions in connection with mutual fund sales).
52. This position is illustrated by IBM Credit Corporation, November 17, 1988. It was proposed that the employees of the company would sell company notes to company employees and to groups having a relationship with
the company. Id. The Secretary of State declined to exclude all employees from the definition of agent. Id. However, officers and directors could handle sales and other employees could engage in ministerial or clerical acts
without registration. Id. See also, First Federal Savings and Loan Association, February 10, 1988 (agent registration required for employees of savings and loan association selling exempt securities to the public); First Federal Savings and Loan Association of Mariana, February 19, 1987 (employees of issuer effecting sales of issuer
stock in savings and loan mutual to stock conversion required to register as agents, except for officers who receive
no commissions); Sunshine Mining Company, October 1, 1986 (employees soliciting partners of limited partnership sponsored by employers subject to agent registration).
53. The Winston Savings and Loan Co., April 29, 1988 (agent registration not required in transaction exempt
from registration under Miss. CODE ANN. § 75-71-203); Home Savings and Loan Association, June 19, 1986
(officers and employees exempt from registration in transaction exempt under existing security holder exemption); United Parcel Service of America, Inc., June 9, 1986 (officers and employees exempt from agent registration in transaction exempt under existing security holder exemption); The Derby Savings Bank, October 29,
1985 (officers and employees engaged in public offering phase of mutual to stock conversion not required to register as agents where transaction was exempt under Miss. CODE ANN. § 75-71-201(3)).
54. Miss. CODE ANN. § 75-71-105(a) excludes from the agent definition persons selling government securities, securities issued by a bank, commercial paper, and employee benefit plan securities. Generally, selling
other exempt securities would bring a person within the agent definition. See Michigan Education Trust, February 1, 1989 (state employees selling tuition payment contracts not agents); First Federal Savings and Loan Association, February 10, 1988 (agent registration required for employees of savings and loan association selling
exempt securities to the public); First Federal Savings Bank of Tennessee, November 9, 1987 (agent registration
not required for employees of savings bank selling exempt securities to the public); Werner Enterprises, Inc.,
September 2, 1987 (employee benefit plan transactions).
55. Adobe Oil & Gas Corporation, August 21, 1985 (officers and employees not required to register in effecting transaction in connection with a merger); McCrory Corporation, April 9, 1985 (same).
56. Miss. CoDE ANN. § 75-71-201 (Supp. 1990).
57. Miss. CODE ANN. § 75-71-203 (Supp. 1990).
58. Miss. CoDE ANN. § 75-71-203(13) (Supp. 1990).
59. Miss. CoDE ANN. § 75-71-105(a) (Supp. 1990).
60. Miss. CODE ANN. § 75-71-501, 503 (Supp. 1990).
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A. Government Securities Exemption
The government securities exemptions apply to any security issued or guaranteed by the United States, any state agency or subdivisions of either the United
States or a state, 61 and certain foreign governments with which the United States
maintains diplomatic relations.62 The Secretary of State has interpreted this exemption to apply to securities issued by entities, such as trusts, created by a state
agency for governmental purposes. 6 The exemption also applies to securities,
such as industrial development bonds, which are technically issued through a governmental body, but are in fact economic obligations of a nongovernmental entity.' The exemption is not predicated on the securities being tax-exempt. 6' The
exemption is available even if a nongovernmental entity is the seller, 66 or if the security is backed by a nongovernmental entity.67 FDIC insured deposits are securities guaranteed by the United States for purposes of the exemption. 8
B. FinancialInstitution SecuritiesExemption
Section 201(3) of the Act provides an exemption for any security that represents
an interest in, a debt of, or is guaranteed by a national bank, a state bank, a state
savings institution, or a state trust company.69 The phrase "guaranteed by" has
been interpreted to include the issuance by a bank of a letter of credit backing debt
securities.7" This exemption also applies to funds created by a bank trust department for collective investment,7 1 and the sale of participation interests in obliga72
The term "bank" has been applied to the domestic branch
tions owed to a bank.
73
of a foreign bank.

61. Miss. CODE ANN. § 75-71-201(1) (Supp. 1990).
62. Miss. CODE ANN. § 75-71-201(2) (Supp. 1990).
63. Oklahoma School District Cash Management Trust, June 15, 1989 (sale of undivided interests in trust
created by school district); Michigan Education Trust, February 1, 1989 (sale of tuition payment contracts by
trust established by state law).
64. See P. WRIGHT, A SURVEY OF STATE BLUE SKY LAWS APPLICABLE TO STATE AND LOCAL BONDs 104-07
(1987).
65. Illinois Student Assistance Commission, October 12, 1989 (taxable student loan revenue bonds).
66. Gulf Oil Corporation Savings, February 19, 1985 (employee benefit plan interests invested in United
States Savings Bonds).
67. Southern California Public Power Authority, April 16, 1991 (revenue bonds backed by a letter of credit);
Salt Lake City, Utah, January 8, 1990 (revenue bonds backed by letter of credit); Alysa M. Dortort, October 14,
1987 (revenue bonds backed by letter of credit).
68. Foothill Thrift Loan, May 3, 1989.
69. Miss. CODE ANN. § 75-71-201(3) (Supp. 1990).
70. Fred Bunker Davis, January 9, 1990 (tender options on state and local bonds backed by an irrevocable
letter of credit issued by a bank); Alysa M. Dortort, October 14, 1987 (bonds backed by letter of credit issued by
a domestic branch or agency ofa foreign bank); Chemical Bank, January 31, 1986 (promissory notes backed by a
letter of credit).
71. Wells Fargo Investment Trust for Retirement Programs, May 18, 1987.
72. EF. Hutton & Company, Inc., February 28, 1986 (certificates of participation in an installment note
owed to a bank).
73. Alysa M. Dortort, October 14, 1987 (bonds backed by letter of credit issued by a domestic branch or
agency of a foreign bank).
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"Savings institution" as used in Section 201(3) does not include savings and
loan associations, but rather is limited to the type of savings institution prevalent
in the Northeast."
Section 201(4) of the Act provides an exemption for securities issued by representing an interest in, or a debt of a federal savings and loan association, or a state
building and loan or similar association authorized to do business in this state. 7"
Thus, unlike savings institutions covered by Section 201(3), associations covered
by Section 201(4) must be authorized to do business to obtain the exemption.
Also, unlike the Section 201(3) exemption, the exemption provided by Section
201(4) does not cover agent registration. 76 In the only interpretation addressing
the scope of the term "similar association," it was found to include an agricultural
credit corporation providing credit to farmers on a cooperative basis.77
C. Employee Benefit Plan Transactions
Section 201 (11) of the Act provides an exemption for any "investment contract
issued in connection with an employees' stock purchase, savings, pension, profitsharing or similar benefit plan."78 This exemption has been applied both to the underlying securities sold pursuant to an employee benefit plan,7" and to interests in a
plan which, under certain circumstances, are considered separate securities.8" The
Secretary of State has confirmed the applicability of the exemption to a wide variety of plans.81
D. Limited Offering Exemption
Section 203(9) of the Act provides an exemption for the sale of securities to ten
persons or less in a twelve-month period provided the issuer reasonably believes

74. Scott R. Austin, February 4, 1986; Commonwealth Savings & Loan Association, August 23, 1985 (declined to apply term "savings institution" in 201(3) to a savings and loan association not authorized to do business
in Mississippi).
75. Miss. CODE ANN. § 75-71-201(4) (Supp. 1990).
76. See Miss. CoDE ANN. § 75-71-105(a) (Supp. 1990).
77. Staple Cotton Discount Corporation, November 9, 1987.
78. Miss. CODE ANN. § 75-71-201(11) (Supp. 1990).
79. See, e.g., The Loewen Group, Inc., February 13, 1990 (stock purchase plan and incentive option plan).
80. See, e.g., MCI Communications Corporation, June 10, 1988 (401(k) plan).
81. International Family Entertainment, Inc., March 26, 1990 (restricted stock plan); The Loewen Group,
Inc., February 13, 1990 (stock purchase plan and incentive option plan); McLane Company, February 6, 1990
(executive equity participation plan); PCL Industries Limited, August 15, 1989 (stock purchase plan); MCI
Communications Corporation, June 10, 1988 (401(k) plan); Ecogen, Inc., February 3, 1988 (stock option plan);
Noble Drilling Corporation Thrift Plan, January 14, 1988 (thrift plan); Planters Bank and Trust Company, January 13, 1988 (profit sharing plan); Thomas Caradonna, November 24, 1987 (incentive and qualified stock option plans, non-qualified stock option plan, annual incentive bonus plan, stock purchase plan, 401 (k) plan and
payroll stock ownership trust); Lynne Richardson, July 1, 1987 (profit sharing plan); Wilson Foods Corporation,
April 23, 1987 (stock purchase plan); Anheuser-Busch, February 5, 1986 (stock purchase plan); Meridian Express Company, November 18, 1985 (stock purchase plan); W.A. Krueger Co., August 22, 1985 (stock option
plan and tax-deferred savings plan); Atlantic Southeast Airlines, April 11, 1985 (thrift plan); CPC International
Inc., April 11, 1985 (savings/retirement plan); McRae's Inc., April 2, 1985 (stock purchase plan); Eastern Airlines, Inc., February 21, 1985 (wage investment program); Aetna Life Insurance Company, February 21, 1985
(incentive savings plan for agents); Gulf Oil Corporation, February 19, 1985 (stock bonus plan; required compliance with ERISA).
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the purchasers are acquiring the securities for investment, no commissions are
paid, and no public solicitation or advertising is used in connection with the
sales. 82 The sales must be made by the officers of the issuer, or by the general partner of a limited partnership, or by a registered broker-dealer. The Secretary of
State may waive these conditions, but attempts to obtain a modification of the restrictions generally have not been successful.83 In one case, however, the Secretary of State waived the prohibition against a sales commission in an offering of
fifty percent of the stock of a company to two businessmen."
In computing the number of purchasers, the Secretary of State has held that a
husband and wife purchasing jointly would be considered a single purchaser.8"
This is consistent with the rules for counting purchasers for purposes of the federal
exemption under Regulation D.86 Several letters that merely confirm the availability of the Section 203(9) exemption have been issued.87
E. Existing Security Holder Exemption
The Act exempts transactions involving offers and sales solely to existing security holders, including holders of convertible securities, nontransferable warrants
or transferable warrants exercisable within ninety days, provided no commissions
are paid for soliciting security holders." Commissions may be paid if a notice is
filed with the Secretary of State and the Secretary of State does not disallow the
exemption within ten days.
The Secretary of State has issued interpretive opinions confirming the availability of this exemption to conversions of a savings and loan association from mu-

82. Miss. CODE ANN. § 75-71-203(9) (Supp. 1990).
83. Concord Growth Corporation, February 24, 1989 (denied request for waiver of commission and number
of investor restrictions in offering limited to accredited investors); Concord Growth Corporation, January 11,
1988 (denied request for waiver of MIss. CoDE ANN. § 75-71-203(9) requirements).
84. Sabre Industries, Inc., January 16, 1991.
85. James R. Thomas, IV, October 12, 1988.
86. 17 C.F.R. §§ 230.501-508 (1991).
87. Union Compress Warehouse Company of Vicksburg, L.P., September 7, 1988; ROMAXSCO Exploration Co., Inc., September 14, 1987.
88. Miss. CODE ANN. § 75-71-203(11) (Supp. 1990).
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tual to stock form,8 9 the spin-off of a subsidiary,9" a dividend reinvestment plan,91
and a variety of other transactions2
E MiscellaneousExemptions

The Act provides an exemption for securities issued by railroads, public utilities, and public utility holding companies . Interpretive opinions have applied the
public utility exemption to complex sale and leaseback transactions involving the
issuance of debt instruments to finance the activities of public utilities .
The Act provides an exemption for nonissuer transactions in securities listed in
a securities manual containing specified information. The availability of the secu-

89. Franklin First Financial Corp., June 3, 1988 (registration exemption allowed for common stock offered to
existing depositors and borrowers of federal savings and loan association which was being converted to a federal
stock savings bank); Winston Savings and Loan Co., Cincinnati, Ohio, April 29, 1988 (registration exemption
allowed for common stock offered to savers and borrowers of savings and loan pursuant to a conversion of the
savings and loan from mutual to stock form); Haywood Savings and Loan Association, October 14, 1987 (registration exemption allowed for common stock offered to existing depositors and borrowers of savings and loan
pursuant to savings and loans conversion from mutual to stock form).
90. Texas American Group, Inc., September 13, 1989 (stock dividend distribution to company's shareholders
in the stock of one of its wholly-owned subsidiaries was not required to be registered).
91. Benham Capital Management Group, July 25, 1988 (registration exemption allowed for mutual fund's
issuance and sale of shares to existing shareholders through dividend reinvestment program); Citizens and Southern Georgia Corporation, March 12, 1986 (exemption from registration allowed for company's offer and sale of
securities to its existing shareholders pursuant to a dividend reinvestment and stock purchase plan).
92. Bucyrus-Erie Company, September 14, 1988 (exemption from registration allowed for exchange offer
whereby existing security holders would be given opportunity to trade the notes they currently held for new notes
that might potentially attain a higher value); Sun Equities Corporation, October 5, 1988 (registration exemption
allowed for company's distribution of rights to purchase shares of company's common stock to its existing shareholders, without consideration, charge, or assessment); VMS Strategic Land Fund II, August 29, 1988 (registration exemption allowed for common stock being offered by fund for sale only to its existing shareholders and at no
commission); Fast Foods Investments, Inc., January 21, 1988 (registration exemption allowed for offer of securities to company's existing security holders pursuant to company's bankruptcy reorganization plan); Walker Energy Partners, December 31, 1987 (registration exemption allowed for company's offer to exchange a new class
of unit purchase warrants for its outstanding old warrants); City Resources (Canada) Limited, December 14,
1987 (registration exemption allowed for issuance of stock warrants); Princor Growth Funds, Inc., August 4,
1987 (mutual fund stock split); Paradyne Corporation, May 13, 1987 (exemption from registration allowed for
distribution of company's stock in accordance with a court-approved settlement, where each member of the
plaintiff class was a stockholder in the company).
93. Miss. CoDE ANN. § 75-71-201(7) (Supp. 1990).
94. The Cleveland Electric Illuminating Company and the Toledo Edison Company, November 18, 1987 (exemption from registration was granted for securities issued pursuant to a sale and leaseback transaction); Duquesne Light Company, November 9, 1987 (exemption from registration was granted for securities issued
pursuant to a sale and leaseback transaction); Ohio Edison Company, May 18, 1987 (exemption from registration
was granted for securities issued pursuant to a sale and leaseback of a nuclear generating plant); Niagara Mohawk
Power Corporation, April 1, 1987 (exemption from registration granted for securities issued pursuant to a sale
and leaseback of a nuclear generating plant); Oglethorpe Power Corporation, July 22, 1986 (exemption from registration granted for securities issued pursuant to a sale and leaseback of a coal-fired steam electric generating
unit).
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rities manual exemption has been addressed with respect to several recognized
published manuals."
The mortgage exemption applies to the sale of bonds or other evidences of indebtedness and the entire mortgagor deed of trust securing such debt as a unit."
The term "unit" is strictly construed and, thus, a proposed offering of several
promissory notes to different purchasers secured by a single deed of trust did not
fall within the exemption."
The Act exempts securities issued by, representing a debt or interest in, or guaranteed by an insurance company authorized to do business in Mississippi8 This
exemption was broadly interpreted to exempt from the Act any insurance company
obtaining a permit from the Mississippi Department of Insurance. 9 However, the
mere issuance of an insurance policy with respect to securities does not bring the
exemption into play.100
Interpretive opinions have confirmed the applicability of the nonprofit exemption, found in Mississippi Code Annotated § 75-71- 201(9),"1 to several bond offerings by religious organizations and to the maintenance of a pooled income fund
by a nonprofit organization."0 2
V Enforcement Proceedings
Mississippi Code Annotated § 75-71-715... sets out the remedies available to
the Secretary of State to enforce the requirements of the Act. For violations of either the registration requirements of the Act, the anti-fraud provisions of the Act,
95. Redland Preferred Stock PLC, November 20, 1989 (securities manual exemption was deemed not applicable where company offered securities with its own finance subsidiary acting as guarantor on the notes); National Telephone Information Network, Inc., June 15, 1989 (listing in the Moody OTC Industrial Manual
sufficient for securities manual exemption); Leeds Capital Corporation, February 22, 1988 (listing in Standard
and Poor's corporate records sufficient to warrant exemption); Aunt Myra's, Inc., November 17, 1987 (Standard
and Poor's listing sufficient to warrant exemption); Prudential-Bache Securities, May 13, 1987 (listing in
Moody's International Manual sufficient to satisfy requirements of the securities manual exemption); FONAR
Corporation, April 21, 1987 (listing in Moody's OTC Industrial Handbook sufficient to satisfy securities manual
exemption); Oakridge Holding, Inc., January 19, 1987 (securities manual exemption warranted by listing in
Moody's OTC Industrial Handbook); Gamin Resources, Inc., January 5, 1987 (securities manual exemption
granted based on listing in Standard and Poor's Standard Corporation and Descriptions).
96. Miss. CODE ANN. § 75-71-203(5) (Supp 1990).
97. Much, Shelist, Freed, Denenberg, Ament, & Eiger, P.C., February 19, 1987 (the term "unit" in section
75-71-203(5) is to be strictly construed, due to the restrictive nature of the mortgage transactional exemption,
and in this case a no action position would not be taken).
98. MIss. CoDE ANN. § 75-71-201(5) (Supp. 1990).
99. VHA Insurance Company Ltd., May 7, 1987 (obtaining a permit from the Mississippi Department of
Insurance exempts an insurance company from regulation under the blue sky laws).
100. City of Redding, February 28, 1986 (the mere existence of an insurance policy was deemed not enough,
in and of itself, to bring securities issue within the purview of the insurance company exemption).
101. MIss. CODE ANN. § 75-71-201(9) (Supp. 1990).
102. The General Council of the Assemblies of God, October 30, 1989 (no action taken where nonprofit
church organization issued notes among its member churches to facilitate low-interest loans to its member
churches and institutions); National Wildlife Federation, September 19, 1989 (no action taken where federation
maintained a pooled income fund by soliciting property donations from individuals, who in turn receive federal
income tax deductions); Home Mission Board of the Southern Baptist Convention, May 26, 1989 (no action
taken where board issued church loan collateralized bonds); Home Mission Board of the Southern Baptist Convention, June 7, 1990 (no action taken where board issued church loan collateralized bonds).
103. Miss. CODE ANN. § 75-71-715 (Supp. 1990).
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or any rule or order issued under the Act, the Secretary of State may issue a cease
and desist order, without application to court.10 4 A cease and desist order is, in essence, an administrative injunction, and can be issued without notice and hearing. 10 Without bringing a lawsuit, the Secretary of State can also directly impose
an administrative penalty of up to $25,000 per violation against registered or nonregistered entities. 0o6 The Secretary of State may bring an action in chancery court
to enjoin unlawful activities, and, in addition, may seek rescission, restitution, or
a civil penalty of up to $25,000.1"7
Mississippi Code Annotated § 75-71-7351"8 sets out criminal sanctions for willful violations of the Act.10 9 The Secretary of State may, and often does, refer matters involving fraud or willful registration violations to local criminal prosecutors
for action.
In recent years, the Mississippi Secretary of State has effectively dealt with
both fraud and violations of the registration provisions, utilizing the full range of
remedies available under the Act.

104. Id.
105. Miss.
106. Mss.
107. Miss.
108. Miss.
109. Miss.

CODE
CODE
CODE
CODE
CODE

ANN. § 75-71-715(1) (Supp. 1990).
ANN. § 75-71-715(2) (Supp. 1990).
ANN. § 75-71-715(3) (Supp. 1990).
ANN. § 75-71-735 (Supp. 1990).
ANN. § 75-71-735 (Supp. 1990).
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Since October, 1985, the Secretary of State has issued thirty-four cease and desist orders."'0 The majority of these have been for registration violations. For ex110. Consolidated Energy, Inc., Administrative Proceeding No. 85-10-4, October 18, 1985 (fraudulent activities in connection with the promotion, offer and sale of securities in the form of investments in a coal mining
venture); Kilgore Mining Co., Administrative Proceeding No. 86-6-2, June 23, 1986 (fraudulent activities in
connection with the promotion, offer and sale of securities in the form of investments in a coal mining venture);
Union Commerce Energy Group, Inc., Administrative Proceeding No. 86-5-3, July 8, 1986 (fraudulent activities in connection with the promotion and sale of securities in the form of investments in a coal mining venture);
BMT Racing Stables, Administrative Proceeding No. 86-8-1, September 10, 1986 (fraudulent activities in connection with the promotion, offer and sale of securities in the form of investments in alleged thoroughbred racing
horses); Liberty Pacific Telephone Company, Inc., Administrative Proceeding No. 86-10-2, October 24, 1986
(offer and/or sale of unregistered securities in the form of investments in a pay telephone booth venture); Santex
Petroleum Corporation, The Production Group, Inc., Enfield Resources, Inc., Apexx International, Inc., and
Arc Petroleum, Administrative Proceeding No. 87-2-2, February 24, 1987 (offer and sale of securities in the
form of oil and gas investments by unregistered broker-dealers); Mid-America Properties, Inc., Administrative
Proceeding No. 87-7-5, July 6, 1987 (offer and/or sale of securities in the form of oil and gas investments by
unregistered broker-dealer); W & W Oil & Gas, Inc., Administrative Proceeding No. 87-7-3, August 7, 1987
(sale of unregistered securities in the form of limited partnerships in oil and gas investments without being duly
registered as a broker-dealer or broker-dealer agent); Omni Energy, Inc., Administrative Proceeding No. 87-82, August 27, 1987 (offer and sale of securities in the form of oil and gas investments by unregistered brokerdealer and broker-dealer agents); First Enterprizes, Inc., Administrative Proceeding No. 88-1-8, May 19, 1988
(sale of securities in the form of oil and gas investments without being duly registered as a broker-dealer or as a
broker-dealer agent); Golden Associates, Inc., Administrative Proceeding No. 88-1-9, May 19, 1988 (sale of
securities in the form of oil and gas investments without being duly registered as a broker-dealer or as a brokerdealer agent); American Gas & Oil Operators, Administrative Proceeding No. 88-1-7, May 19, 1988 (sale of
securities in the form of oil and gas investments without being duly registered as a broker-dealer or as a brokerdealer agent); Coral Shield Insurance Co., Ltd., Administrative Proceeding No. 89-3-3, March 9, 1989 (sale of
unregistered stock in a Bermuda insurance company and the sales activities of unregistered agents); Dwayne
Nettles and Lloyd Case, Administrative Proceeding No. 89-3-2, May 3, 1989 (promotion and sale of securities in
the form of unregistered securities in the form of investment contracts in a foreign currency venture and unregistered broker-dealer activity); Kober Financial Corporation, Administrative Proceeding No. 89-8-12, September
6, 1989 (offer and sale of unregistered securities in the form of corporate stock and employment of an unregistered broker-dealer agent); Bond Services International Corporation, Administrative Proceeding No. 89-8-11,
October 18, 1989 (offer and sale of unregistered units of government securities trust); Dooley Billiu d/b/a Financial Services of Mississippi, Administrative Proceeding No. 89-10-7, November 27, 1989 (promotion, solicitation offer and/or sale of unregistered securities); Hi-Tech Plastic Manufacturing Company, Inc., Administrative
Proceeding No. 90-1-2, January 18, 1990 (offer and/or sale of unregistered securities); General Research Industries, Inc., Administrative Proceeding No. 90-1-3, March 1, 1990 (offer and/or sale of unregistered securities);
Rich-Ken, Inc., Administrative Proceeding No. 90-1-1, April 2, 1990 (offer and/or sale of unregistered securities by unregistered broker-dealers); International Petroleum and Exploration Corporation, Administrative Proceeding No. 90-9-1, September 12, 1990 (offer and sale of securities in the form of oil and gas investment by
unregistered broker-dealer and unregistered broker-dealer agents); Applied Telemedia Engineering and Management, Inc., Administrative Proceeding No. 91-1-11, January 17, 1991 (promotion of unregistered securities in
the form of investments in a wireless cable application venture); Lee Securities Corp., Administrative Proceeding No. 91-2-1, March 25, 1991 (activity as an unregistered broker-dealer); Royal Overseas Investment Group,
Administrative Proceeding No. 91-5-1, May 3, 1991 (activity as an unregistered investment adviser); Our Father's Congregation, Administrative Proceeding No. 91-4-1, May 29, 1991 (offer and sale of unregistered securities in the form of investments in low-interest loan venture); FEC Securities Corporation, Administrative
Proceeding No. 91-6-1, June 10, 1991 (offer of securities in the form of oil and gas investments by an unregistered broker-dealer); Metro Film Distributors, Administrative Proceeding No. 91-6-2, June 11, 1991 (promotion of unregistered securities in the form of investments in a film production venture); Trading Partners I, Ltd.,
Administrative Proceeding No. 90-10-16, June 14, 1991 (offer and sale of unregistered securities in the form of
limited partnership interests in a commodities investment pool); Chaz Oil Corporation, Administrative Proceeding No. 91-7-18, July 25, 1991 (offer of securities in the form of oil and gas investments by an unregistered broker-dealer); Darco Petroleum, Inc., Administrative Proceeding No. 91-7-19, July 25, 1991 (offer of securities
in the form of oil and gas investments by an unregistered broker-dealer); Magnum Oil, Administrative Proceeding No. 91-7-20, July 25, 1991 (offer of securities in the form of oil and gas investments by an unregistered broker-dealer); Basa Resources, Inc., Administrative Proceeding No. 91-7-21, July 25, 1991 (offer of securities in
the form of oil and gas investments by an unregistered broker-dealer); Great Southern Properties, Administrative
Proceeding No. 91-7-22, July 31, 1991 (offer of securities in the form of oil and gas investments by an unregistered broker-dealer); High Point, Inc., Administrative Proceeding No. 91-8-1, August 13, 1991 (offer of securities in the form of oil and gas investments by an unregistered broker-dealer).
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ample, in American Gas & Oil Operators,111 an oil and gas promoter in Gulfport,
Mississippi, offered participation units in oil and gas working interests in a prospect in Jefferson County, Illinois, together with an agreement to develop the prospect for the investor. 112 The Secretary of State claimed that these actions3
11
constituted broker-dealer activity without registration in violation of the Act.

Following an administrative hearing requested by American Gas & Oil Operators,
the hearing officer upheld the Secretary of State's position.114
Several cases in which cease and desist orders were issued later became criminal matters. For example, in Kilgore Mining Co. ,1 I the Secretary of State alleged
that persons in Southhaven, Mississippi, promoting investments in a coal mining
venture were engaging in fraudulent activity. 16 A criminal case was brought in
Federal District Court in the Northern District of Mississippi resulting in convictions and sentences of up to twenty years. 117
Approximately $64,000 in administrative penalties has been collected by the
Secretary of State since January, 1990, pursuant to its authority to assess such penalties. 18
'
Two civil cases have been initiated by the Secretary of State under the Act. In
the first, the Secretary of State asserted fraud in the sale of counterfeit municipal
bonds by a registered broker-dealer agent in the Jackson, Mississippi, area. 1 ' The
second case involved fraud and the promotion of unregistered securities in a
scheme to sell investments in videotape dispensing machines by promoters affiliated with a company in the Jackson, Mississippi, area. 121 In both cases the Secretary of State obtained an injunction against the prohibited conduct.2 2 Separate
criminal proceedings were later brought against persons involved with the com122
panies.
VI. CONCLUSION

Interpretive opinions and enforcement actions are an invaluable resource in interpreting the Act. Attorneys should always consult this resource when advising

111. American Gas & Oil, Inc., Administrative Proceeding No. 88-1-7, May 19, 1988 (sale of securities in the
form of oil and gas investments without being duly registered as a broker-dealer or as a broker-dealer agent).
112. Id.
113. Id.
114. Id.

115. Kilgore Mining Co., Administrative Proceeding No. 86-6-2, June 23, 1986 (fraudulent activities in connection with the promotion, offer and sale of securities in the form of investments in a coal mining venture).
116. Id.
117. United States v. Judd, et al., No. CRD 87-50-D (N.D. Miss. May 3, 1988).
118. Miss. CODE ANN. § 75-71-715(2)(a) (Supp. 1990).
119. Molpus and Southmark Financial Services, Inc. v. Pickens, et al., No. 136189, Chancery Court of the
First Judicial District of Hinds County, Mississippi.
120. Molpus v. Automated Engineering Systems, Inc., No. 138138, Chancery Court of the First Judicial District of Hinds County, Mississippi.
121. See Id.; Pickens No. 136189.
122. State v. Pickens, Nos. 216, 217, 218 and 219, Circuit Court of the First Judicial District of Hinds County,
Mississippi; United States v. Lysne, No. J91-00041 (B), United States District Court, Southern District of Mississippi.
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clients on compliance with the Act and the possible consequences of noncompliance. Although legally, an interpretive opinion is limited to particular facts and
circumstances and can only be relied on by the person receiving it, because the
Secretary of State is responsible for administering and enforcing the Act on a daily
basis, in most instances, the courts when presented with similar facts should defer
to the positions taken by the Secretary of State as reflected in interpretive opinions. "'

123. Compare, Upton v. Trinidad Petroleum Corp., 468 F. Supp. 330, 335 (N.D. Ala. 1979), ajfd 652 F.2d
424 (5th Cir. 1981) (deference to Alabama securities administrator's interpretation of limited offering exemption).

